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Summary 

The Affordable Care Act (ACA, P.L. 1 11-148, as amended) establishes federal requirements that 
apply to private health insurance. The market reforms affect insurance offered to groups and 
individuals and impose requirements on sponsors of coverage (e.g., employers). In general, all of 
ACA’s market reforms are currently effective; some became effective shortly after ACA was 
passed in 2010, while others are effective for plan years that begin on or after January 1, 2014. 

While some of the market reforms had previously been enacted in some states, many of the 
reforms are new at the federal level. Collectively, the reforms create federal minimum 
requirements with respect to access to coverage, premiums, benefits, cost-sharing, and consumer 
protections. For example, the requirement to offer health plans on a guaranteed issue basis means 
that, in general, insurers must accept every applicant for health coverage, as long as the applicant 
agrees to the terms and conditions of the coverage (e.g., premium). The requirement to offer the 
essential health benefits means that certain plans have to cover a specified package of benefits. 

The applicability of the market reforms across types of plans is not uniform. Some of the reforms 
apply to all three segments of the private insurance market — nongroup, small group, and large 
group — while others may apply only to plans offered in the nongroup and small group markets. In 
the group market, the reforms do not always apply to both fully insured plans (plans offered by 
state-licensed carriers that are purchased by employers or other sponsors) and self-insured entities 
(groups that set aside funds to pay for health benefits directly). The applicability of the reforms 
also depends on whether a plan has “grandfathered” status. Under ACA, an existing health plan in 
which a person was enrolled on the date of ACA enactment was grandfathered; the plan can 
maintain its grandfathered status as long as it meets certain requirements. Grandfathered health 
plans are exempt from the majority of ACA market reforms. 

While the applicability of the market reforms is not necessarily uniform across plan types, it is 
uniform for plans offered inside and outside health insurance exchanges. Every state has an 
exchange, and individuals and small employers can use the exchanges to shop for and obtain 
health insurance coverage. The same market reforms apply to a nongroup plan offered through an 
exchange and a nongroup plan offered in the market outside of an exchange. Some types of plans 
do not have to comply with any of the market reforms. For example, retiree-only health plans are 
not required to comply with federal health insurance requirements, including ACA’s market 
reforms. 

This report provides background information about the private health insurance market, including 
market segments and regulation. It then describes each ACA market reform. The reforms are 
grouped under the following categories: obtaining coverage; keeping coverage; cost of 
purchasing coverage; covered services; cost-sharing limits; consumer assistance and other health 
care protections; and plan requirements related to health care providers. The Appendix of the 
report provides details about the types of plans that are required to comply with the different 
reforms. 
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T he Affordable Care Act (ACA, P.L. 1 11-148, as amended) includes reforms of the health 
insurance market that impose requirements on private health insurance plans. 1 Such 
reforms relate to the offer, issuance, generosity, and pricing of health plans, among other 
requirements. Certain reforms also require the participation of public agencies and officials, such 
as the Secretary of Health and Human Services (HHS), in order to facilitate administrative or 
operational elements of the insurance market. 



This report first provides background information about the private health insurance market and 
then describes the market reforms included in ACA. The Appendix of the report provides 
additional information about how ACA market reforms apply to different market segments and 
types of health plans. 



Background 



Health Insurance Markets 

The private health insurance market is often characterized as having three segments — the large 
group, small group, and individual markets. Insurance sold in the large and small group markets 
refers to plans offered through a plan sponsor, typically an employer. 2 Prior to ACA, large group 
plans typically had more than 50 workers, and small group plans had 50 or fewer workers. 
However, ACA implements specific definitions of large and small groups that affect the 
provisions discussed in this report. Prior to 2016, states can elect to define “small employers” as 
those that employ 100 or fewer employees or those that employ 50 or fewer. Beginning in 2016, 
small employers will be defined as those with 100 or fewer workers. The nongroup, or individual, 
market refers to insurance policies offered to individuals and families buying insurance on their 
own (i.e., not through a plan sponsor). 



State and Federal Regulation 

States are the primary regulators of the business of health insurance, as codified by the 1 945 
McCarran-Ferguson Act (15 U.S.C. §§1011 et seq.). Each state has a large, unique set of rules 
that apply to state -licensed insurance carriers and the plans they offer. 3 Such rules are broad in 
scope and address a variety of issues, such as the legal structure and organization of insurance 
issuers (e.g., licensing requirements), business practices (e.g., marketing rules), market conduct 
(e.g., capital and reserve standards), nature of insurance products (e.g., benefit mandates), and 
consumer protections (e.g., plan disclosure requirements), among others. 



1 For simplicity’s sake, the term “plan” is used generically in this report. It applies to different types of health coverage 
provided to groups (e.g., employees of a single firm) and individuals. 

2 The reference to group markets technically applies to health plans offered by state-licensed insurance carriers and 
purchased by employers and other plan sponsors. However, health insurance coverage provided through a group may 
also be sponsored through “self-insurance.” Groups that self-insure set aside funds to pay for health benefits directly, 
and those groups bear the risk for covering medical expenses generated by the individuals covered under the self- 
insured plan. 

3 State regulation of health insurance applies only to state-licensed entities. Since self-insured plans are financed 
directly by the plan sponsor, such plans are not subject to state law. 
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In addition to the state regulation of insurance, the federal government has established federal 
standards applicable to health coverage and imposes requirements on state-licensed insurance 
carriers and sponsors of health benefits (e.g., employers). The federal regulation of health 
coverage is particularly salient with respect to health benefits provided through employment. 4 

ACA follows the model of federalism that has been employed in prior federal health insurance 
reform efforts (e.g., Health Insurance Portability and Accountability Act of 1996). In other words, 
while ACA establishes many federal rules, the states have primary responsibility for monitoring 
compliance with and enforcement of such rules. In addition, states may impose additional 
requirements on insurance carriers and the health plans they offer, provided that the state 
requirements neither conflict with federal law nor prevent the implementation of federal market 
reforms. 



ACA Market Reforms 

ACA establishes federal requirements that apply 
insurance offered to groups and individuals, 
impose requirements on sponsors of coverage, 
and, collectively, establish a federal floor with 
respect to access to coverage, premiums, 
benefits, cost-sharing, and consumer 
protections. While such market reforms may 
be new at the federal level, many of ACA’s 
reforms had already been enacted in some 
form in some states, with great variation in 
scope and specificity across the states. In 
general, all of ACA’s market reforms are 
currently effective. 7 (See the text box, 
“Transitional Policy,” for a discussion about 
why some plans may not have to comply with 
applicable ACA market reforms until 2017.) 

The applicability of reforms across types of 
plans is not uniform. Often reforms apply 
differently to health plans according to the 
market segment in which the plan is offered 



to private health insurance. The reforms affect 



Transitional Policy 

On March 5, 2014, the Centers for Medicare and 
Medicaid Services (CMS) extended a transitional policy 
that was first described in guidance issued by CMS in 
November 20 1 3. 5 

Under the transitional policy, health insurance issuers 
offering non-grandfathered coverage in the nongroup and 
small group markets may choose to continue coverage 
that would otherwise be cancelled. Pursuant to the 
policy, state insurance commissioners may choose 
whether to enforce compliance with specified ACA 
market reforms. Presumably, if state insurance 
commissioners choose not to enforce compliance, then 
issuers may renew coverage for enrollees who would 
otherwise receive cancellation notices. 

Pursuant to the extended policy, coverage renewed for a 
plan year between January I, 2014, and October I, 2016, 
does not have to comply with certain ACA market 
reforms, provided the coverage meets specified 
conditions. 6 



4 Federal regulation applies to both traditional insurance and self-insured plans. For more information about federal 
regulation of health benefits provided through employment, see CRS Report RS22643, Regulation of Health Benefits 
Under ERISA: An Outline. 

5 The March 5, 2014, extension guidance is available at http://www.cms.gov/CCIIO/Resources/Regulations-and- 
Guidance/Downloads/transition-to-compliant-policies-03-06-20 15.pdf. The original November 2013 guidance is 
available at http://www.cms.gov/CCIIO/Resources/Letters/Downloads/commissioner-letter-l 1-14-2013.PDF. 

6 The market reforms with which the coverage does not have to comply and the conditions the coverage must meet are 
described in the November 2013 guidance: http://www.cms.gov/CCIIO/Resources/Letters/Downloads/commissioner- 
letter-ll-14-2013.PDF. 

7 The reforms that go into effect in 2014 are generally effective for plan or policy years that begin on or after January 1, 
2014. In other words, when a plan or policy is renewed in 2014 it must become compliant with all ACA market reforms 
that are effective in 2014 (but it does not necessarily have to comply with the reforms on January 1, 2014). 
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